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Philip A.S. Taylor, A New Dictionary of Economics (London: Routledge & Kegan Paul, 1974)
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MERCANTILISM

The main goal of mercantilism was to increase the money in

a country's treasury by creating a favorable balance of trade.
A country had a favorable balance of trade if it had more
exports than imports. Colonies helped a country have the
goods to maintain a favorable balance of trade. One of the
most important causes of the American Revolution was
American unhappiness with the British mercantilist system.
This system placed many restrictions on the colonial
economy. After the Revolution, Americans decided that they
wanted an economy free of the restrictions imposed by the
British. The following chart describes the main differences
between mercantilism and free enterprise system.

Before American Revolution
MERCANTILISM

After American Revolution
FREE ENTERPRISE

+ Government doesn't control economy but it does
creaie regulations 1o malke sure that everybody

+ Individuals free to produce whatever mams-
factured goods & wanted

+ Individuals firee to buy goods from any country

=  America’s trade with other countries
is restricted

+ Froe Trade: U8, can trade with any coumtry
it chooses.

Tmb/lems

INN: http://www4.alief.isd.tenet.edu/tmballi/l.S.N%20Pictures/mercantilism.JPG,
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E. Roll, A History of Economic Thought (London: Faber and Faber Ltd., 1973), p.65.
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Economic policy prevailing in Europe during the 16th, 17th, and 18th
centuries, under which governmental control was exercised over industry and
trade in accordance with the theory that national strength is increased by a
preponderance of exports over imports. Mercantilism was characterized not so
much by a consistent or formal doctrine as by a set of generally held beliefs.
These beliefs included the ideas that exports to foreign countries are preferable
both to trade within a country and to imports; that the wealth of a nation depends
primarily on the possession of gold and silver; and that governmental interference
in the national economy is justified if it tends to implement the attainment of
these objectives. The mercantilist approach in economic policy first developed
during the growth of national states; efforts were directed toward the elimination
of the internal trade barriers that characterized the Middle Ages, when a cargo of
commodities might be subject to a toll or tariff at every city and river crossing.
Industries were encouraged and assisted in their growth because they provided a
source of taxes to support the large armies and other appurtenances of national
government. Exploitation of colonies was considered a legitimate method of
providing the parent countries with precious metals and with the raw materials on

which export industries depended.

Mercantilism, by its very success in stimulating industry and developing

colonial areas, soon gave rise to powerful antimercantilist pressures. The use of
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colonies as supply depots for the home economies, and the exclusion of colonies
from trade with other nations produced such reactions as the American
Revolution, in which the colonists asserted their desire for freedom to seek
economic advantage wherever it could be found. At the same time, European
industries, which had developed under the mercantile system, became strong
enough to operate both without mercantilist protection and in spite of mercantilist
limitations. Accordingly, a philosophy of free trade began to take root. Economists
asserted that government regulation is justified only to the extent necessary to
ensure free markets, because the national advantage represents the sum total of
individual advantages, and national well-being is best served by allowing all
individuals complete freedom to pursue their economic interests. This viewpoint
received its most important expression in The Wealth of Nations (1776) by the

British economist Adam Smith.

The free-trade system, which prevailed during the 19th century, began to
be curtailed sharply at the beginning of the 20th century in what has been called
a revival of elements of mercantilist philosophy, or neomercantilism. High
protective tariffs were reintroduced, and for political and strategic reasons, great
emphasis was put on national self-sufficiency as opposed to national

interdependence and a free flow of trade.

Source: http://www.history.com/encyclopedia.do?vendorld=FWNE.fw..me088200.
a#FWNE.fw..me088200.a
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Money was devised as a means of exchange and as a common
measure. The bill of exchange was designed as such a common measure in
international transactions. Exchanges that took place at this ratio (the ratio of the
values of two currencies) were the only ones to correspond to the “par pro pari”
which was the moral foundation of exchange”

Gerald Malynes
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“...in order to make sure that trade was beneficial it was necessary to
know first the relation of import and exports. Returns should be made and
nation’s trade cast into “Ballance of Trade” which would show us the difference of

waight in commerce of one Kingdome with one another.” “...the policy of the
state should be to secure a favourable, and prevent an unfavorable, balance; for

with a surplus of exports of the country would receive treasure and grow rich”

Edward Misselden
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Quantity of industry, quality of the population, extensive trading operation
and regulations of the sovereign are the common means of all countries in

obtaining a plentiful supply of the precious metals

Antonio Serra
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“For goods in which England has something like a monopoly a high price
may be charged; while for other price should be low enough to compete with
rivals. Nor is it wise to sell cheaply in order to drive out competitors and then to

charge excessive price”

Thomas Mun
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"33 laud (Richard Jones) L@EJ‘LLL%‘E]G Primitive Political Economy in England (1847)

12
Colonialism is the extension of a nation's sovereignty over territory beyond its borders by the

establishment of either settler or exploitation colonies in which indigenous populations are directly

ruled, displaced, or exterminated. Colonizing nations generally dominate the resources, labor, and

markets of the colonial territory, and may also impose socio-cultural, religious, and linguistic

structures on the indigenous population (see also cultural imperialism). It is essentially a system of

direct political, economic, and cultural intervention and hegemony by a powerful country in a
weaker one. Though the word colonialism is often used interchangeably with imperialism, the latter
is sometimes used more broadly as it covers control exercised informally (via influence) as well as

formal military control or economic leverage. From http://en.wikipedia.org/wiki/Colonialism
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“The state exists to protect the individual’s property, and the
individual has to be prepared to contribute towards the expenses
of the state. That contribution should be in proportion to the
property, benefits of which the people enjoyed under the

protection of the state.”

Sir William Petty
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